
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



RECENT IMPORTANT DECISIONS. 



Bankruptcy — Corporation "Engaged Principally in Manufacturing." — 
A corporation was organized under the laws of Pennsylvania, for the purpose 
of "brewing, manufacturing, and selling malt liquors and extracts," but had 
never actually manufactured or sold any. Buildings had been erected, and a 
brew-master employed and paid a salary for a short time, when the corpora- 
tion became insolvent and had to abandon the enterprise. An involuntary 
petition was filed against it, on the theory that it was a corporation "engaged 
principally in manufacturing, etc.," within the meaning of the Bankruptcy 
Act of 1898, c. 541, §4b, 30 Stat. 547 U. S. Comp. St. 1901, p. 3418. It defended 
on the ground that is was not yet engaged in manufacture within the mean- 
ing of §4b, supra. Held, that such a corporation came within the statute and 
could be adjudged a bankrupt. In re Bloomsburg Brewing Co. (1909), — D. 
C, M. D. Pa. — , 172 Fed. 174. 

The precise question involved seems to have been decided but twice before, 
and although each of these cases was decided strictly upon its own facts, 
there seems to be a difference of judicial opinion as to the meaning of the 
section involved. In In re White Mountain Paper Co. (1903), 127 Fed. 180, 
11 Am. B. R. 491, (same case affirmed 127 Fed. 643, 62 C. C. A. 369, 11 Am. B. 
R. 633), a corporation organized under the laws of New Jersey, for the pur- 
pose of manufacturing paper from wood pulp, had bought large tracts of land, 
erected several buildings, let contracts for cutting a large supply of logs, but 
had in fact manufactured no paper. The contract for cutting the timber, 
however, had been partially performed and a large quantity of logs had been 
cut and delivered in accordance with the contract. The court considered this 
as an initial stage of manufacture, and therefore permitted it to be adjudged 
a bankrupt. On this basis its decision is certainly beyond question. Certain 
expressions in this case, however, indicate that the court did not regard this 
fact as entirely controlling, and these clearly led the court in the principal 
case to extend the rule to situations in which there is nothing that could be 
called an initial step in manufacture. A case almost identical with the prin- 
cipal case is In re Toledo Portland Cement Co. (1907), 156 Fed. 83, 19 Am. 
B. R. 117. A corporation had been organized under the laws of Michigan to 
manufacture Portland cement. Buildings had been erected, marl beds pur- 
chased, machinery installed, and practically the same steps taken as in the 
principal case, but no cement had actually been manufactured. An involun- 
try petition was filed and the same defense interposed as in the case under 
discussion. The court distinguished the case from In re White Mountain 
Paper Co., considering the cutting of the logs there as controlling, and held 
that the corporation was not subject to involuntary bankruptcy proceedings. 
Evidently it is still an open question whether the provisions of the Bank- 
ruptcy Act are intended to cover only those corporations actively engaged in 
manufacturing, or to include all corporations of that class, regardless of the 
progress actually made. In as much as a discharge in bankruptcy is entirely 
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a statutory proceeding and in no way dependent upon the common law, it 
would seem advisable to limit its application to those cases clearly intended 
and leave its extension to the wisdom of Congress. Where several lines of 
business are permitted in one charter, those actually engaged in determine the 
character of the corporation within the meaning of the act. In re New York 
Water Co. (1900), 98 Fed. 711, 3 Am. B. R. 508; In re Tontine Surety Co. 
(1902), 116 Fed. 401, 8 Am. B. R. 421; Columbia Iron Works v. National 
Lead Co. (1904), 127 Fed. 99, 11 Am. B. R. 340. 

Bankruptcy — Invalidity of Liens for Want of Record. — A mortgagor, 
doing business in Boston, gave a chattel mortgage to a mortgagee living in 
Boston, the mortgage reciting the mortgagor's residence as of Boston. Either 
by oversight or because he thought it unimportant, the mortgagor signed the 
instrument without mentioning that he lived in Winthrop. The mortgage 
was recorded in Boston only. By the laws of Massachusetts a chattel mort- 
gage is void as "against a person other than the parties thereto" unless re- 
corded at the place where the property is situated, and also where the mort- 
gagor resides. Rev. Laws Mass. 1902, c. 198, §1. By previous Massachusetts 
decisions a trustee under the present Bankruptcy Act is not a "party" within 
the meaning of this statute. {Haskell v. Merrill (1901), 179 Mass. 120, 
60 N. E. 485; Goodrich v. Dore (1907), 194 Mass. 493, 80 N. E. 480.) These 
decisions were binding on the federal courts. {Humphrey v. Tatman (1905), 
198 U. S. 91. 25 Sup. Ct. 576, 49 L. Ed. 956.) The mortgagee, however, con- 
tended that the mortgagor's trustee in bankruptcy was estopped to show that 
the bankrupt's residence was other than that recited in the instrument. Held, 
that under Bankruptcy Act, July I, 1898, c. 541, §§67a, 7oe, 30 Stat. 564, 566, 
(U. S. Comp. St. 1901, pp. 3449, 3452), which provides that "claims which 
for want of record * * * would not have been valid liens against the 
creditors of the bankrupt shall not be a lien against his estate" * * * and 
that "the trustee may avoid any transfer by the bankrupt of the property 
which any creditor of the bankrupt might have avoided," the trustee was not 
estopped to show the actual residence, and thus defeat the preference. In re 
McDonald (1908), — D. C, D. Mass. — , 173 Fed. 99. 

The Massachusetts statute, unlike many others in force throughout the 
states, made such unrecorded mortgages void "as against any person not a 
party." Obviously, this included "any creditor" within §7oe, supra. Probably 
if the Massachusetts law had made such unrecorded liens void only as to 
a particular class of creditors, the trustee would have been estopped, under the 
familiar principle that the trustee takes subject to all equities existing against 
the bankrupt on the day of adjudication. York, etc., Co. v. Cassell (1906), 201 
U. S. 344, 352, 26 Sup. Ct. 481, 50 L. Ed. 482. There is an important exception 
to this principle, however, laid down in Thompson v. Fairbanks (1905), 196 
U. S. 516, 526, 25 Sup. Ct. 306, 59 L. Ed. 577, where the court says that this 
is true "except in cases where there has been a conveyance or incumbrance of 
the property which is void as against the trustee by some positive provision 
of the act." In Allen v. Whittemore (1876), Fed. Cas. 241, practically the 
same situation arose under the Act of March 2, 1867, c. 176, 14 Stat. 517. A 



